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1979 Annual Report 


Financial Highlights — Pro Forma Combined“ 
WARNACO OF CANADA LIMITED 


HARE A EO WALSH I BTS BURP eI DA ee NI EF eS Ro SN SS SR SE EE 
Net sales $48,046 $46,080 $42,356 $41,565 $33,659 
Earnings before income taxes 3,377 Aa IRS: 2,242 3,341 3,746 
Earnings for the year, before 

extraordinary item 1,862 1,802 1,007 1,679 2,067 
Extraordinary item 149 — estes rae re 
Earnings for the year 2,011 1,802 1,307 1,679 2,067 
Earnings per share: 

Before extraordinary item $1.86 $1.80 $1.31 $1.68 $2.07 

After extraordinary item 2.01 1.80 oT 1.68 208 


(1) The pro forma presentation reflects the operating results for the White Stag 
Division only from the effective date of acquisition of the assets, August 1, 1975. 


Warnaco of Canada Limited is one of the nation’s largest 
apparel companies whose business units market leading 
brands in attire and leisure products. Among these labels 
are: Warner's and Dior intimate apparel; Hathaway and 
Dior men’s dress and sport shirts; Dior sweaters; White 
Stag women’s sportswear, as well as men’s and women’s 
ski, tennis and other active sportswear; Croydon rainwear 
and outerwear, for men and women; Don Parker men’s 
slacks; Puritan men’s sweaters and sport shirts; High Tide 
junior swimwear and cover-ups and Speedo racing and 
fashion swimsuits and accessories. 


To the Shareholders: 
Warnaco of Canada Limited 
achieved record sales in 
1979 and substantially im- 
proved earnings. Net sales 
reached $48,046,000, up 
from $46,080,000, an in- 
crease of 4%. Net earn- 
ings rose by 12%, from 
$1,802,000 to $2,011,000, 
or $2.01 per common share 
(after an extraordinary in- 
come item of $149,000 or 
14.9¢ per share) compared 
to $1.80 the previous year. 
Dividends were paid at the 
rate of 60¢ annually. 

Our shareholders’ equity 
improved to $17.03 per 
share on a closing book 
value of $17,030,000, up 
from $15.62 per share in 
1978 and $14.38 per share 
in1977. 


During the year operating 
earnings were affected by 
two charges not incurred in 
previous years amounting to 
22¢ per share. Prior to 1979 
goodwill accumulated before 
1974 was not amortized, un- 
less the related assets had 
been permanently impaired. 
This policy has now been 
changed and goodwill is 
being written off over a 40- 
year period at the rate of 
$80,000 per year or 8¢ per 
share. Long-term debt de- 
nominated in U.S. funds was 
repaid in 1979, incurring a 
foreign exchange loss of 
$210,000 or 14¢ per share 
after taxes. 

Warner's, the intimate 
apparel division, showed a 
substantial increase in sales 
and profits and had an excel- 
lent reception at retail of their 
new Dior collection. Addition- 
al production facilities have 
been made available, and 
Warner's looks forward to 
capturing an even larger 
market share for its products. 


Hathaway, the men’s dress ® 
and sport shirt division, end- | 
ed the year 15% ahead in 
sales and with substantially 
improved profits. The Dior 
sport and dress shirt division 
showed additional growth 
and a Dior men’s sweater 
group was added for fall dis- 
tribution. The ladies’ dress 
shirt line continued to show 
steady progress. 

The Botnick division, 
marketing Speedo swimwear 
and active sportswear, White 
Stag skiwear, and High Tide 
swimwear, increased sales 
and profits by substantial 
margins. 

Croydon, the men’s and 
ladies’ outerwear division, 
continued to show steady 
growth in the ladies’ lines 


Harold H. Botnick 


and was able to hold its 
men’s rainwear and outer- 
wear volume in the face of in- 
tense import competition. 

White Stag, our ladies’ 
sportswear division, now 
controls the men’s Parker 
and Puritan sportswear lines. 
The former Parker premises 
have been sold, and the 
men’s division is now operat- 
ing from the White Stag 
facilities. This year has seen 
the first full year of combined 
operations and while the 
move has not as yet resulted 
in significant operational sav- 
ings, there is every indication 
that it will. 

Apparel sales at retail were 
quite strong through the year, 


although there was a marked 
slowdown during the fourth 
quarter, particularly in items 
affected by the unseasonably 
mild weather and the lack of 
snow. At the manufacturing 
level costs rose steadily in all 
divisions, and maintaining 
satisfactory gross margins 
became increasingly difficult. 
Labour relations were gener- 
ally good and manufacturing 
schedules met target dates. 
As in past years, the diver- 
sification of our Company’s 
product lines has enabled it 
to take advantage of buoyant 
retail activity, and the 
strength of its national 
brands has insulated it from 
the full effects of depressed 
retail sales. We are coming 
into a period, however, when 
these strengths may not be 
enough to combat the fall-off 
in business activity and the 


steadily rising costs of pro- 
duction and interest rates. 
Results for the first half of 
1980 should be reasonably 
good, but results for the last 
half are far more difficult to 
forecast. 

| would like to express our 
thanks to the Board of Di- 
rectors for its continued Sup- 
port, and to the more than 
1200 employees for their 
efforts and dedication in 
helping this Company to 
achieve an excellent year. 


Harold H. Botnick 
President and Chief 
Executive Officer 


Prescott, Ontario 
March 1980 


Statement of Earnings and Retained Earnings 


WARNACO OF CANADA LIMITED 


52 weeks ended 


December 29, 1979 


52 weeks ended 


December 30, 1978 


SS a a ED EL BD I a I OT IL TE LS EE A ES OT I EI DE ELIE YP DEE GPT TE TT CTT DCPS EES SEN TITEL ERT EDELSTEIN 


Net sales 
Cost of goods sold 
Gross margin 
Expenses: 
Selling 
Administration and general 
Interest — current debt 
— long-term debt 


Earnings from operations 
Foreign exchange loss (Note 4) 
Earnings before income taxes and extraordinary item 
Income taxes — 
Current 
Deferred 


Earnings for the year before extraordinary item 


Extraordinary item: 
Gain on disposal of real estate held for resale, 
net of income taxes of $96,000 (Note 6) 
Earnings for the year 
Retained earnings at beginning of year 


Dividends of $0.60 per common share (1978 — $0.54) 
Retained earnings at end of year 


Earnings per share: 
Before extraordinary item 


After extraordinary item 


$48,046,000 $46,080,000 
34,647,000 33,788,000 
13,399,000 12,292,000 
5,547,000 5,329,000 
3,380,000 3,156,000 
783,000 600,000 
102,000 94,000 
9,812,000 OF 19,000 
3,587,000 3,113,000 
210,000 — 
3,377,000 3,113,000 
1,570,000 825,000 
(55,000) 486,000 
1,515,000 1,311,000 
1,862,000 1,802,000 
149,000 — 
2,011,000 1,802,000 
10,031,000 8,769,000 
12,042,000 10,571,000 
600,000 540,000 
$11,442,000 $10,031,000 
$1.86 $1.80 
$2.01 $1.80 


Balance Sheet 
WARNACO OF CANADA LIMITED 


Assets December 29,1979 Decernber 30, 1978 
Current: 

Accounts receivable $ 7,426,000 $ 7,235,000 
Inventories (Note 2) 15/615;000) 9 TivsGe00e 
Prepaid expenses 351,000 264,000 
23,392,000 18,876,000 
Fixed assets, at cost (Note 3) 4,806,000 5,075,000 
Less: Accumulated depreciation 3,016,000 3,068,000 
1,790,000 2,007,000 

Excess of cost over net tangible assets of businesses acquired, 
less amortization (Note 6) 3, 105,000 3,6 11700@ 
Other assets, at cost less amortization (Note 6) 276,000 659,000 
$28,963,000 $25,153,000 


JSS 


Liabilities and Shareholders’ Equity December 29, 1979 


Current: 
Bank indebtedness $ 4,418,000 
Accounts payable and accrued liabilities 3,468,000 
Due to affiliated companies 388,000 
Dividends payable 150,000 
Income taxes payable 267,000 
9,691,000 
Long-term debt (Note 4) 1,638,000 
Deferred income taxes 204,000 
Shareholders’ equity: 
Capital stock— 
1,000,000 common shares 5,588,000 
Retained earnings 11,442,000 
17,030,000 
Contingent liabilities and commitments (Note 5) 
$28,563,000 


Approved by the Board: 
(Sgd.) Warren Y. Soper, Director 
(Sgd.) Edward Lawrence, Director 


December 30, 1978 


$ 1,712,000 
3,109,000 
2,223,000 

135,000 


793,000 


7,972,000 
1,265,000 
297,000 


5,588,000 


10,031,000 


15,619,000 


$25, 153,000 


Statement of Changes in Financial Position 
WARNACO OF CANADA LIMITED 


52 weeks ended 
December 29, 1979 


Source of funds: 
Earnings for the year before extraordinary item 
Add: Items not involving current funds— 


Depreciation 479,000 
Deferred income taxes (55,000) 
Amortization 123,000 
2,409,000 
Extraordinary item— 
Proceeds on disposal of real estate held for resale, 
net of income taxes and sundry costs 963,000 
Net increase in long-term debt 373,000 
3,745,000 
Disposal of funds: 
Additions to fixed assets, net of minor disposals 348,000 
Exercise of option to acquire real estate held for resale sa 
Payment of dividends 600,000 
948,000 
Net increase in working capital 2,/97,000 
Working capital at beginning of year 10,904,000 
Working capital at end of year $13,701,000 


fo>) 


52 weeks ended 


December 30, 1978 


$ 1,862,000 $ 1,802,000 


393,000 
41,000 
42,000 


2,278,000 


2,278,000 


188,000 
340,000 
540,000 


1,068,000 


1,210,000 
9,694,000 


$10,904,000 


Notes to Financial Statements 
WARNACO OF CANADA LIMITED vecember 29, 1979 


1. Summary of accounting policies: 

Inventories: Inventories are stated at the lower of cost and 
net realizable value. Cost is determined principally on the 
bases of standard costs (which approximate actual costs) 
and actual costs. 

Depreciation and amortization: Depreciation is calculated 
on a diminishing balance basis at annual rates of 5% on 
buildings, 20% on machinery and equipment and 30% on 
automotive equipment. Leasehold improvements are am- 
ortized over the terms of the leases (plus the first renewal 
option term in certain cases). 

Excess of cost over net tangible assets of businesses ac- 
quired: Prior to the current year it was not the policy of the 
Company to amortize this asset unless the value had been 
permanently impaired. Commencing in 1979 this asset is 
being systematically amortized on a straight-line basis over 
a forty-year period. This change In accounting policy does 
not have a significant effect on the financial statements. 
Other assets: Intangible assets acquired on the acquisition 
of the net assets of White Stag of Canada Ltd. are being 
amortized on a straight-line basis over varying periods re- 
lating to their useful lives to the Company. 

Long-term debt: Foreign currency long-term debt is trans- 
lated in the accounts at the rate existing when the debt 
was Incurred. 

Deferred income taxes: Deferred income taxes are pro- 
vided for expense items (essentially depreciation) reported 
for tax purposes in different periods than for financial re- 
porting purposes, thus creating a timing difference the tax. 
effect of which is reflected under this heading. 

Research and development: Market research and product 
development costs are charged to operations as incurred. 


2. Inventories: December 29, 1979 December 30, 1978 


Raw materials > 0,105,000 <p. 3, 1747000 
Work in process VAIO AC 8.8) 1,619,000 
Finished goods 8,732,000 6,584,000 

$15,615,000 $11,377,000 


3. Fixed assets: December 29, 1979 December 30, 1978 


Land and buildings $ 543,000 $ 525,000 
Machinery and equipment 3,802,000 3,998,000 
Leasehold improvements 461,000 552,000 
4,806,000 5,075,000 

Accumulated depreciation 3,016,000 3,068,000 
$1,790,000 $2,007,000 


Depreciation expense amounted to $479,000 in 1979 (1978 — 
$393,000). 


4. Long-term debt: 


Payable to parent company 
(see below) 

Payable to affiliated companies in 
U.S. currency — 


$1,638,000 


December 29, 1979 December 30, 1978 


$1,638,000 $ =s 


1,265,000 
$1,265,000 


Amounts payable to the parent company are represented by two 
demand promissory notes of $1,000,000 and $637,680, with in- 
terest being payable on the former at the Toronto-Dominion Bank 
prime rate and on the latter at 11%. The U. S. parent has agreed 
to defer until 1981 at least any payments of principal on these 
notes. 

Amounts payable to affiliated companies in U.S. currency as at 
December 30, 1978 were settled during 1979 resulting in a for- 
eign exchange loss of $210,000. 
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5. Contingent liabilities and commitments: 

Minimum annual rental commitments under non-cancellable 
leases entered into by the Company amount to: 


1980 $752,000 
1981 524,000 
1982 336,000 
1983 250,000 
1984 65,000 
1985-1989" *53;000 


These leases are mainly for buildings and office premises and 
the rental expense in 1979 amounted to $651,000 (1978 — 
$557,000). 


6. Extraordinary item: 

During 1979, the Company sold for $1,150,000 real estate 
held for resale carried at $340,000 in the December 31, 
1978 balance sheet under “Other assets”. The net gain of 
$149,000 after taxes is shown net of related costs, includ- 
ing a write-off of $426,000 relative to this real estate carried 
last year as part of the “Excess of cost over net tangible 
assets”. 


7. Remuneration of Directors and Officers: 

The Company has ten directors (ten in 1978) who received 
aggregate remuneration as directors of $24,500 (1978 — 
$14,200). The Company's five officers (five in 1978), three 
of whom are also directors (three in 1978) received aggre- 
gate remuneration of $330,000 (1978 — $255,000). 


Auditors’ Report 
To the Shareholders of Warnaco of Canada Limited: 


We have examined the balance sheet of Warnaco of 
Canada Limited as at December 29, 1979 and the state- 
ments of earnings and retained earnings and changes in 
financial position of the Company for the fiscal year then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly 
included such tests and other procedures as we consid- 
ered necessary in the circumstances. 

In our Opinion, these financial statements present fairly 
the financial position of the Company as at December 29, 
1979 and the results of the operations and the changes in 
the financial position of the Company for the fiscal year 
then ended in accordance with generally accepted ac- 
counting principles applied on a basis consistent with that 
of the preceding year. 


rape Sey 


Chartered Accountants 
Montreal, February 6, 1980 
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